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In Greek legend, Sirens were dangerous creatures 
that enticed sailors to come close with their 
beauty and enchanting music, only to lead them 
to shipwreck along a craggy shore. In addition 
to their beauty, these femmes fatale were also 
thought to be wellsprings of knowledge that could 
be harnessed for personal gain, if not for the 
unfortunate footnote that hearing their words led 
to certain death. Odysseus and his men, aware 
they would soon be sailing through the Strait of the 
Sirens, sought to capture this knowledge without 
succumbing to their fatal wiles. After consulting 
with Circes, Odysseus arrived at a solution—he 
would have his crew fill their ears with beeswax 
while he would have himself lashed to the mast 
of the ship. Thus, he could access the wisdom of 
the Sirens' song, but would be unable to act in a 
way endangering his life. As expected, as Odysseus 
heard the song of the Sirens, he flailed and begged 
his men to be unfettered, but true to the original 
plan, they ignored their leader's protestations until 
they were safely out of harm's way. 

It is easy to paint ancient narratives like this as 
dusty and irrelevant to the hustle and bustle of 
modern life. However, Homer's story of Odysseus 
and the Sirens is remarkably telling when 
considering the Siren Song of irrational behavior 
that shipwrecks so many investors. Like the epic 
hero, we are drawn to the promise of great returns 
and want to charge headlong into battle. Just as 
Odysseus was a man of strength and action, many 
investors have been successful based on lives of 
boldness and proactivity. But in Odysseus, we find 
an exemplar of the ways in which sometimes the 
most prudent action is restraint. 

The Protect, Live, Dream solution outlines the 
ways a program of embedded behavioral finance, 
fueled by what matters most to you, can be your 
protection against the Siren song of irrational 
financial behavior. At Orion, we believe a seamless, 
embedded approach to goals-based investing can 
improve your investment experience, increase 
returns formerly sacrificed to misbehavior, and 
allow you to worry less about “the economy” as you 
become increasingly focused on “my economy.”

Odysseus, Greek king of Ithaca, is best remembered for his arduous 10-year journey 
home after the Trojan War, as well as the Trojan Horse he used to gain surreptitious 
access to enemy fortifications. As the protagonist in Homer's epic, The Odyssey and 
returning character in The Iliad, Odysseus is painted as a fierce warrior whose strength 
matched only his cunning. And while Odysseus may be best remembered as a 
warrior, perhaps his most important action on his decade-long sojourn was an act of 
restraint rather than brute force. 

Welcome to a new way of investing, a new 
paradigm for conceptualizing wealth, and 
a system of turning emotion from your 
portfolio's worst enemy to its best friend. 
In fact, this is one of the simple secrets  
of goals-based investing.

It takes our natural emotionality about 
money and frames it in a way serving  
our purposes.
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Emotion: Don’t Beat It, Join It
Many martial arts rely on what is referred to as the Circular Theory of Self Defense, 
meaning the momentum and exertion of an attacker can be used to your advantage.

Imagine being rushed by a would-be assailant who 
speeds toward you with arms extended. Rather 
than meeting the full force of his momentum 
head on, you might sideste this rush, deflecting 
the outstretched arm, leading him to rush past, 
now vulnerable to counterattack. This approach of 
working with a powerful force—and not against a 
powerful force—is instructive to investors seeking 
to manage emotion en route to making wise 
investment decisions. It can be tempting to want 
to stop emotion in its tracks, but often, the more 
adaptive approach is to repurpose it for a more 
favorable outcome. 

Behavioral finance is sometimes mistakenly seen 
as a vehicle for ridding investors of their pesky 
emotions and irrational quirks, so they become 
something like the Homo Economicus economists 
long imagined them to be. If we could just rid 
ourselves of irrationality, the thought goes, we 
would make perfect financial decisions. The only 
problem is, sometimes behavior that is irrational 
in the strictest sense of the word can greatly aid 
our quest to reach our financial goals. Being a 
behavioral investor is less about adhering to some 
textbook notion of rationality and more about 
understanding and bending the idiosyncrasies of 
human nature to our advantage.

Consider the work of Nobel Prize winner Richard 
Thaler who first discovered and named what we 
now refer to as “mental accounting,” a psychological 
reality serving as the intellectual foundation of the 

Protect, Live, Dream approach. Mental accounting 
is simply the tendency to separate money into 
different buckets and spend or save it differently 
depending on how it is labeled. Studies have shown 
people are apt to save money labeled as a rebate 
but to spend money labeled as a bonus. Barack 
Obama and his advisors—Richard Thaler among 
them—used framing to position the stimulus  
given out after the Great Recession as a bonus  
to incent recipients to buy big screen TVs rather 
than hoard it. 

This simple notion is the basis for goals-based 
investing or personal benchmarking, the process of 
intentionally dividing money into safety (Protect), 
income (Live), and growth (Dream) buckets and 
investing it accordingly. It seems incredible 
something as simple as labeling money can 
induce us to save and invest differently, but as 
George Loewenstein says, “While it seems like an 
inconsequential process, earmarking can have a 
dramatic effect on retirement savings. Cheema 
and Soman (2009) found that earmarking savings 
in an envelope labeled with a picture of a couple’s 
children nearly doubled the savings rate of very low 
income parent.”

Is it rational that we save twice as much money 
when someone plays on our feelings of love  
for our children? Absolutely not. Can we 
understand this about ourselves and use it to  
our advantage? Absolutely.
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Richard Thaler was cleverly able to demonstrate behavioral traits largely  
deemed harmful can be used for good. Take for example the status quo bias, 
which is the tendency toward inaction. In understanding that people tended 
to make a decision once and not question it again, Thaler became determined 
to use this to benefit of the woefully unprepared American pre-retiree. He 
developed a program titled Save More Tomorrow that allowed savers to make a 
decision once to automate their savings behavior and auto-escalate the amount 
withdrawn when their pay increased. Thaler understood asking people to make 
the right decision month-after-month was much more difficult than simply 
setting it and forgetting it. Once again, it is patently irrational that we should be 
so susceptible to the status quo bias that we can lock in a behavior once and 
effectively forget about it for life. 

Is it rational that by some estimates this simple idea has contributed more  
than 29 billion dollars to the accounts of American savers? Maybe not, but  
we will certainly take it. 

Just as Thaler and his colleagues discovered, some of our psychological 
peccadillos can be understood and repurposed for our own benefit. In the 
case of Protect, Live, Dream, we can take our natural tendency to bucket our 
expenses—and by applying it intentionally—can make the process of saving, 
spending, and investing, more meaningful for investors. 

Is it rational that by 
some estimates this 
simple idea has  
contributed more than 
29 billion dollars  
to the accounts of 
American savers? 
Maybe not, but we will 
certainly take it. 
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The Power of Goals
If you’re like so many Americans, you probably make a list of your goals at the 
beginning of each new year. Whatever form those resolutions take—whether the 
goals are physical, financial, or relational, they likely have two foundational elements: 
(a) they are specific to you, meaning they have personal value for you, and (b) they 
are aspirational, meaning they have an element of being emotional and inspirational. 
Obvious enough, right?

As silly as it may sound, let’s imagine goals violating 
the two foundational elements we mentioned 
above: An overweight person setting a goal to gain 
more weight or a gifted runner setting a goal to run 
a wholly average 10-kilometer race. It's ridiculous 
enough that you may have had to read that last 
line twice. And although it defies logic, millions of 
us do so when it comes to planning our financial 
futures. By comparing our investment performance 
against a broad market index like the S&P 500 or by 
having the generic and unsatisfying goal of "more" 
instead of a personal financial “why.” When applied 
to a highly personal goal, such as bodyweight or 
race times, we clearly see the illogic of following a 
“herd goal” linked to a benchmark. Why then do 
we struggle to see the illogic in such an arbitrary 
reference point when applied to our financial lives?

A second problem is affixing your goals to a 
benchmark tends to lack inspiration. The goals we 
set should represent a tension between the people 
we are today and the people we hope to become. 
This tension between the present and desired state 
is what propels us forward to make the sacrifices 
necessary to get from here to there. We are settling 
in a very real sense. 

No one sets out to live an average life. We don’t 
dream of average happiness, average fulfillment, or 
an average marriage, so why should we settle for an 
average portfolio? There is a sad irony in the fact so 
many investors, excellent in their other endeavors, 
spend so much time and energy worrying about 
how they stack up relative to such a mean hurdle. 

But benchmarking to indices like the Dow or S&P 
500 isn't the only external comparison leading 
us to make irrational decisions; there's also our 
tendency to benchmark to The Joneses. We’re 
all familiar with the phrase “keeping up with the 
Joneses,” but we might not understand just how 
deeply it is ingrained in our concept of wealth and 
success. Each year, a Gallup poll asks Americans 
to determine “What is the smallest amount of 
money a family of four needs to get along in this 
community?” Gallup finds the answers to this 
question move up in line with average incomes 
of the respondents. For those without a well-
defined goal of success, the answer to "How 
much is enough?" seems sadly to be, "Just a little 
more than I have today." This tendency to make 
ourselves miserable by trying to keep up with the 
neighbors can be easily overcome through the use 
of intentional, personal benchmarks. 
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Now consider the lengths to which you would go to 
beat the S&P 500. 

Not quite the same, is it? 

The fact is advisors must help investors understand 
money is only as good as the goals it helps them 
reach. Many investors approach the markets 
myopically, a tendency only furthered by the 
ubiquity of reports on how the market fared on any 
given day (or hour, or minute). On the other hand, 
most deeply meaningful goals exist a few years, if 
not a few decades down the road. If saving for your 
kid’s college is the benchmark, what do you care if 
the S&P is down 200 points today? That’s not the 
game you’re playing. 

Perhaps the biggest benefit of all is the way in 
which a goals-driven approach provides shelter in 
the storm. Benchmark investors, anchored as they 

are to the index and the actions of others, tend to 
lose focus in market downturns, which accounts for 
the “behavior gap” documented so well by Dalbar 
and others. 

Purpose-driven investors, on the other hand, 
have a “why” helping them deal with almost any 
“how.” We’ve all had the experience of sacrificing 
our personal comfort to do something deeply 
meaningful, but it seems silly to suffer pointlessly. 
Thus, those with an important reason for staying 
invested, one bigger than the momentary 
discomfort of a paper loss, are more likely to do so, 
whereas those affixed to an arbitrary indicator have 
no real reason to stay the course. Once dreams 
have been connected to financial realities, sensible 
behavior ceases to be a chore and becomes a 
natural extension of a life well lived.



7

Consider walking into your neighborhood Starbucks and, 
instead of ordering your usual, you decide to try something new. 
You ask the barista, “What do you recommend?” 

She responds, “Oh, you’ve got to try our new 92% fat free triple mocha 
Frappuccino.” 

Assuming you like mocha, you just may go for it. But what if she said, 
“Oh, you’ve got to try our new 8% fattening triple mocha Frappuccino.”

The Power of Framing
I’m not sure what time of day you’re reading this, but whenever it is, I can be sure of 
one thing: you’ve already made a lot of decisions today. First was whether to hit the 
snooze button. Then, what to have for breakfast? Loofah with body wash or bar soap 
in the shower? Grey suit or navy suit? You make around 2,000 decisions per hour, 
35,000 decisions per day, and a staggering 12 million plus decisions per year.

Given the myriad decisions we all face every day, it’s 
no wonder we end up relying on mental shortcuts, 
even when making high-stakes financial decisions. 
To overcome this decisional overload, we resort 
to framing, or categorizing, our financial decisions 
in several ways. While a rational economic agent 
would weigh all decisions equally and disregard 
framing effects, actual behaviors indicate the lens 
through which we view a decision has everything 
to do with the eventual outcome. Frames can take 
many shapes: it could be the physical place in 
which we make a decision, whether a question is 
positively or negatively framed, and even the way 
in which we mentally account for the options from 
which we are selecting. 

Rationally, you realize the two are equivalent. But 
doesn’t one sound more appealing than the other? 
As you can see from this silly example, framing can 
have a profound impact on the decisions we make. 
However, a study conducted by Thomas Gilovich 
shows our Frappuccino example may not be so  
silly after all. 

Gilovich asked half of the respondents to a 
questionnaire whether they could save 20% of their 
income, to which only half said yes. The second half 
of the respondents were asked whether they could 
live on 80% of their income, to which 80% replied in 
the affirmative. 
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This may be a simple case of To-MAY-to, to-MAH-to, right? So why are the 
responses so different? 

The answer, of course, is that the way we choose to simplify information matters. 
The first phrasing frames it as a 20% loss of spending power (there is a large 
body of research indicating that saving is viewed as a loss), whereas the second 
frames it more positively. Thus, equivalent financial realities are viewed through 
entirely different lenses leading to decisions with profoundly different outcomes. 

Belsky and Gilovich shed further light on this concept in their excellent primer, 
Why Smart People Make Big Money Mistakes (2000). They describe a study 
conducted at Harvard wherein 24 students were given $25 to spend in a lab 
store as part of their participation in a research. Any unspent money, they were 
told, would be returned to them shortly via check. But wait, there’s a rub—there 
always is when psychologists are involved—half the students were told the $25 
was a “rebate” and the other half were told it was a “bonus.” 

Could such a minute difference in cognitive framing have a measurable impact 
on spending behavior? It turns out it could. 

The study mentioned above is an excellent example of the power of “mental 
accounting,” a form of framing in which decisions are made based on the mental 
bucket into which they are placed. For those whose earnings were mentally 
accounted for as a bonus, 84% spent some money in the lab store, a behavior 
mimicked by only 21% of those whose money was framed as a “rebate.” Irrational 
decision makers that we are, we fail to grasp the fungible nature of dollars and 
account for them differently based upon how they are framed in our mind.

Could such a  
minute difference  
in cognitive framing 
have a measurable 
impact on spending 
behavior?
It turns out it could. 

Reimbursements send people on trips to the bank. Bonuses send 
people on trips to the Bahamas.
- Nick Epley, psycologist who conducted the Harvard study
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How Protect, Live, Dream 
Meets the Need for Safety
Just as human beings must satisfy their hunger pangs before they can learn to dance 
or paint (Ghandi famously said, “To a poor man, bread is God”), so too must investors 
conquer their fear and need for safety before they can hope to gain real financial 
freedom and take appropriate risk.

In the most rational sense, money is fungible, and 
the same dollar can be used to meet an infinite 
number of different ends. However, behavioral 
finance has discovered a tendency in humans to 
create “mental accounts” or “buckets” and having 
a bucket earmarked for safety can go a long way 
toward calming the nerves of rattled investors. 

What we now call goals-based investing is drawn 
from an intellectual heritage rooted in the 
financial application of Maslow’s ideas by Lola 
Lopes, and later Hersh Shefrin and Meir Statman. 
Lopes’ breakthrough theory is known as SP/A 
theory, where the S stands for “security,” the P for 
“potential,” and the A for “aspiration.” 

Security, much like the bottom-most rungs of 
Maslow’s Hierarchy of Needs, represents our 
most primal financial needs, which is rooted in the 
emotion of fear. If we can provide and account for 
the Protect bucket, we will be less fear-based and 
better able to make rational financial decisions. 
Behavioral economists have demonstrated time 
and again that investors are loss-averse; twice 
as unhappy about a given loss as they are a 
comparable gain. Until the fear of such a loss can 
be meaningfully brushed aside, it will predominate 
and hamper all higher-level wealth-planning 
considerations. 

Potential relates to the general wish for high 
degrees of wealth and Aspiration reflects the desire 
to work toward specific financial goals. As opposed 

to the fear-based emotions underlying Security, 
Lopes posits that Potential and Aspiration are 
driven by a hopeful outlook. In her 1987 paper on 
SP/A theory, Lopes demonstrates the applicability 
of her ideas by using the example of crops chosen 
by farmers. Lopes tells us subsistence farmers must 
decide how to allocate their limited field space, just 
as investors must make choices with their limited 
financial resources. 

Traditional approaches, based in the “rational” 
idea that money is fungible, tend to lump money 
into one pile and reports out only sum totals and 
performance against benchmark. 

There are at least two negative sequelae of  
this approach: 

• Two points of felt loss (loss in absolute terms and 
“loss” relative to benchmark underperformance) 

• Perpetual dissatisfaction at wanting to take risks 
in bull markets and have safety in bear markets 
(all while supposing omniscience on the part of 
the advisor relative to what kind of market we 
are and will be in) 

Rather than take this “one bucket” approach, 
Personal Benchmark allocates to four buckets that 
correspond with various goals – safety, income, 
tactical, and accumulation. At each point along 
the journey, advisors can speak to meeting this 
divergent but simultaneous goals, allowing the 
investor a sense of felt safety while still allowing for 
the pursuit of more aspirational goals.
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SEI, who had clients in both goal-based and 
traditional strategies at the time of the 2008 
financial crisis, was well positioned to observe the 
calming effects of a bucketed strategy. They found 
the following distinctions between the two crowds:  

Clients in a single, traditional investment portfolio:

• 50% chose to fully liquidate their portfolios or  
at least their equity portfolios, including many 
high net worth clients who had no immediate 
need for cash.

• 10% made significant changes in their equity 
allocation, reducing it by 25% or more.

Clients in a goals-based investment strategy:

• 75% made no changes.

• 20% decided to increase the size of their 
immediate needs pool but left their longer-term 
assets fully invested.

SEI’s key finding was that “Goals-based investors 
are less likely to panic and make ill-informed 
changes to their portfolios.” Each investor is a 
confusing amalgam of emotional needs and has 
the simultaneous need to protect what they have 
already earned while also reaching for ever-greater 
levels of wealth up the risk spectrum. Only through 
a goals-based program of mental accounting like 
Protect, Live, Dream, can an advisor meet both 
seemingly disparate goals at once.
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Living Life On Purpose
Hopefully, you are now convinced of the importance of defining your goals as an  
aid to improving financial decision-making and investor outcomes, but it is also  
worth considering the centrality of purpose in creating a life rich in the most 
meaningful sense of that word.  After all, the best advisors add holistic value to  
their clients' lives and are every bit as concerned with their personal wellbeing as  
they are their financial wellbeing. 

WHY

HOW

WHAT

As it turns out, Protect, Live, Dream can help here 
as well. In almost every endeavor, successful people 
answer “Why?” and let that define their “How?” and 
“What?” In his simple but profound TEDx talk, Simon 
Sinek lays out a model for purpose-driven action he 
calls the Golden Circle, pictured below.

Sinek suggests uninspired behavior, whether 
corporate, personal, or financial, begins with 
“What?” instead of “Why?” He suggests most 
communication begins with an explanation of what 
someone is involved in, touches briefly on how it 
is accomplished, but seldom addresses why it is 
done. This milquetoast approach is uninspiring 
and seldom leads to the kind of influence that 
meaningfully moves the needle. Inspired leaders 
and exceptional organizations on the other hand, 
start with their purpose and let that answer 
the other questions. Sinek uses the example of 
Apple circa 2009 and says they answer the three 
questions thusly:

Why – “Everything we do, we believe in challenging 
the status quo.”

How – “By making our products beautifully 
designed and user friendly.”

What – “We just happen to make great computers.” 

Sinek convincingly suggests we are less persuaded 
by what is being sold than the reasons underlying 
it. In his words, “People don’t buy what you do, they 
buy why you do it.” 

If our investment process is not firmly rooted in 
a meaningful “Why?” it will be as uninspired and 
unpersuasive as a bad sales pitch. Ensuring our 
clients' decisions are consistent with their long-term 
best interests can be extremely difficult and we 
have all had the experience of trying to force clients 
to make good decisions at a time of fear. But when 
their financial lives are anchored in something 
that matters to them personally—their very own 

The Golden Circle
by Simon Sinek

WHAT? 
Messaging about you, your product, or services

HOW? 
Messaging what you fo differently or exceptionally

WHY? 
Messaging about what you believe in or are trying to achieve
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“Why”—it becomes almost effortless for them to do what is right. They would 
never sacrifice something so important for some short-term emotional comfort. 
Just as Sinek says, once we have discovered our financial meaning, our “What” 
and “How” won’t be far behind.

Sinek is hardly alone in putting forth the centrality of purpose in living a 
meaningful and productive life. Stephen Covey of seven habits fame suggested: 

“You have to decide what your highest priorities are and have the courage—
pleasantly, smilingly, non-apologetically—to say ‘no’ to other things. And the way 
you do that is by having a bigger ‘yes’ burning inside. How different our lives are 
when we really know what is deeply important to us, and, keeping that picture in 
mind, we manage ourselves each day to be and do what really matters most.” 

The path to your financial dreams is beset on all sides with temptations. At 
times, they will take the form of consumption—spending for today’s pleasure 
and forgetting about the Future You. At other times, it will require you to silence 
the panicked voice inside your head telling you to run at exactly the inopportune 
moment. In all events, having that bigger “yes” burning inside of you is what will 
positively influence your ability to endure. 

Malcolm Gladwell, author of Outliers (2011), an examination of exceptional 
achievers in all walks of life, found that “meaningful work” was one of the key 
differentiators between those who excelled and those who did not. Imbuing your 
investing life with meaning may not make you Warren Buffett, but it is predictive 
of both enjoyment and success in many walks of life. Organizational development 
guru Patrick Lencioni advocates the creation of thematic goals, which he calls 
a “rallying cry,” in addition to the more traditional numerical benchmarks. 
As he says, “The thematic goal is not a number, and it is not even specifically 
measurable. It is a general statement of a desired accomplishment. It requires a 
verb because it rallies people to do something. Improve, increase, reduce, grow, 
change, establish, eliminate, or accelerate (Silos, Politics and Turf Wars).” Imagine 
two different rallying cries, the first, “Keep up with the benchmark!” and the 
second, “Improve Charlotte’s life by sending her to college!” Which flag would you 
follow into battle?

Finally, there is the awesomely named Mihaly Csikszentmihalyi (pronounced 
“Chick-sent-me-high”), who studies what he calls “flow,” often referred to 
colloquially as “being in the zone.” Flow is achieved when an athlete can’t miss 
or when you look up at work and the day is already over, time having flown 
by (yeah, I know, it’s never happened to me either). Dr. Csikszentmihalyi has 
consistently found that “making meaning” is one of the components necessary 
to achieve the psychology of optimal experience. As he states on page 217 of his 
seminal work, Flow (2008): 

If “purposeful,” “resolute,” and “harmonious” are not three adjectives you would 
use to describe your clients’ participation in capital markets, not having taken a 
purpose-driven approach may be partly to blame. 

Just as Sinek says, 
once we have dis-
covered our financial 
meaning, our “What” 
and “How” won’t be 
far behind.
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Protect, Live, Dream is the embodiment of this ethos, and the practical means by  
which you can enrich the lives of your clients, both financially and personally.

Creating meaning involves bringing order to the contents of the mind by integrating one’s actions 
into a unified flow experience… people who find their lives meaningful usually have a goal that is 
challenging enough to take up all of their energies, a goal that can give significance to their lives… 
Purpose, resolution and harmony unify life and give it meaning by transforming it into a seamless 
flow experience… Every living moment will make sense and most of it will be enjoyable.
-Dr. Csikszentmihalyi, page 217 of his seminal work, Flow (2008) 

Viktor Frankl, famously said, “Ultimately, man should 
not ask what the meaning of life is, but rather he 
must recognize it is he who is asked.” As George 
Bernard Shaw said in a similar vein, “Life is not about 
finding yourself. Life is about creating yourself.” 

For quite some time now, the prevailing doctrine 
of capital markets has been of a decidedly “find 
yourself” model. They believed there was an efficient 
allocation of resources that could be plotted along 
a curve to best serve your needs, and we just 
simply needed to find it. Now though, it is time we 
took back the process from the economists and 
talking heads and re-established our centrality in 

making our financial lives work. Investors simply 
can no longer benchmark themselves against some 
anomalous amalgamation hovering somewhere out 
in the ether. It is undoubtedly more prudent, more 
beneficial, more purposeful, and more fulfilling 
to establish goals and strategies that are deeply 
personal and constructive. In this new model, risk 
is simply the likelihood we will underperform our 
dreams. Irrationality is acting in ways that thwart 
our ability to reach those dreams. And the optimal 
portfolio is not the one generating the highest return 
in abstraction, it is the one helping us meet our goals 
without killing our nerves before we get there.


